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Public Act 51 of 1951 (Act 51) governs state appropriations for
programs, including state and local highway programs and st
programs. This report was prepared as a primer on Act. §
transportation funding. .

This report:

For the balance of this report, Public A¢:
References to other public acts will follow
guide, e.g., 1949 PA 300. Abbreviations fo
(FY) are used throughout this report

ill be referen€ed simply as "Act 51."
he L ve Service/Bureau Legal Division style
i enate Bill (SB) and Fiscal Year
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ACT 51 GOVERNS APPROPRIATIONS

Michigan Transportation Fund (MTF) Distribution y

Public Act 51 of 1951, often referred to simply as “Act 51, geverns state appropriatians for
most Michigan transportation programs.’ Act 51 chafnels state restricted tcansportation
revenue into special revenue funds, and directs how those funds are spent.

There are two primary sources of state-generated gransp@rtatiop revemtie: motor fuel taxes,
and vehicle registration taxes. These two revenue sOuUr¢es ar@ expected to generate
approximately $2.0 billion for state transportation prbgrams in FY . 2006-07.2 Act 51 creates
the Michigan Transportation Fund (MTF) as the main collectlon and, dlstnbutron fund for this
state-generated transportation revenue. : v

Act 51 directs MTF revenue to other smte trans;}ortnlon funds, to specuf program accounts,
and to local units of government. Prrmary rec:p:ents of MTF ravanue are:

& b -

¢ State Trunkline Fund (STF)
For construction and preservation of stme trunklrhe roads and brrdges and administration
of the Michigan Department of Transportation (MDOJY.

-

- ¥ “ Y

*+ Local Road Agencies/ ) |
For local road and street programs o*f 83 county roadr commissions and 533 incorporated
cities and vullages. B RG
4 Comprehensivé Transponéﬂm"Fund (CTF)
For public transportation programs including caprtal and operating assistance to the state’s
79 publlc transrt agencles
The effect 'of the Act 51 distrib’ution formula is to allocate state restricted transportation
revenug betweenshighway prdgrams and publlc transportation programs, and highway program
funds between MDOT and local road agencies.?

— —

' Pubic Act 51 of 1951%s amended is compiled as MCL 247.651 et. seq.

2 Based on FY 2006-07 revenue estimate made by Michigan Department of Treasury Economic and Revenue Forecasting
Division (ERFD) January 31, 2007.

° For purposes of this report, the term “Highway programs” refers to the road and bridge construction and preservation
programs of the Michigan Department of Transportation and local road agencies. “Public transportation programs” are
programs which provide operating or capital assistance to the state’s public transit agencies, or which help support intercity
bus, rail passenger, and rail freight service. The above description greatly simplifies the fairly complicated Act 51 MTF
distribution formula. See Appendices A and E for a more detailed breakdown of the MTF distribution.
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Other Act 51 Provisions

In addition to creating the MTF and providing a formula for the distribution of MTF funds,

Act b1:

¢ Directs how STF and CTF funds are spent. Act 51 prescribes fixed dollar amounts or

percentage allocations for various STF and CTF
programs and/or determines the priority order for
funding those programs.

| §

]

* Provides internal formulas which direct how local :
road agencies can spend their distribution of MTF I

money. For example, Act 51 prescribes how 4

much county road commissions can spend on. s
county local roads versus county primary roads,
and limits how much can be spent 46n
construction versus preservation. ey

¢+ Allocates federal highway funds between MDOT
and local road agencies. After excluding, certain
federal program categories, Act 51~;'~'-directs' that,,
an average of 76% of federal higt_fs}vay funds be
allocated to MDOT and 25% ta locakusoad
agencies. ™

;
2 ¥

;‘;"l—-;—-—..-—

A

¢ Creates a number of compliance and l'eportanf; I
requirements for MDOT apé16eal road agefigies— &

the rules for spendmg‘gtate transp%rtation funds
r 4 i

Note on Act 51 and Annual
' Appropnataont Acts

In th:s raport wo state that “Act 51
governs: appropriations,” And the Act
51 distribution of statelgestricted and
federal transportation fevenug  is
reflécted in anpual state apprépfiations
acts. However, it is not clear whether
approgriationd acts are necessary to
effeet this distribution.

win a 1978, opinion in County Road

Association Wy  Board  of  State
Canvassers, they Michigan Court of
Appealsiwrote that Article IX, Section

w8, of the M@63/Constitution, and Act

51, "fae  selfexecuting and make
transportatigy tax legislation unique.”
The Courtiindicated that the State
Tfeasurer. would have to make

.-.lfsbursements from the MTF required
'by Section 17 of Act 51 "regardless of
®, what the appropriation act ... had
l prOVIded "

In order to provide a better mderﬁandar\h of Act 51, ] + e
the balance of this rqport will review the'revénue'and major programs that comprise the annual
state transportatlon budget and whfch are subject to :he provisions Act 51.

[EREE ,.>'
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Michigan’s FY 2006-07 state transportation budget (2006 PA 345 /Article 18, as enacted) of
$3.4 billion has three main sources of revenue: state, federal, andlocal. ‘

Figure 1
Vehicle
Gasoline Tax Registrations
$907,000,000 — 7 $916,700,000
26.4% 26.6%

Local Funds

$47,500,000 —._
1.4% h Diesetl Fuel Tax
;;;;;; : — $152,500,000
Goooe e eeo: D00 aohceerr o
o "-—-$248,829,000
Federal Funds 7.2%

$1,169,336,300

34.0%
e
, _ %, Table 1
4Revenue Supporting Michigan's FY 2006-07 Transportation Budget
. W 4 Revenue % of Total Gross
State Funids $2,225,029,000 64.6%
" Federal Funds ' 1,169,336,300 34.0%
Local Funds : 47,500,000 1.4%

Gross Appropriation $3.441,865,300 100.0%

State Funds

State-generated revénue sources comprise the largest part of the state transportation budget—
$2.2 billion for FY 2006-07. Nearly all of this state-generated transportation revenue comes
from state motor fuel taxes and vehicle registration taxes.

Motor fuel taxes, which include the state’s 19-cent per gallon gasoline excise tax as well as
diesel fuel taxes, account for about half of all state-generated transportation revenue. By

Act 51 PRimER DRAFT
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itself, the 19-cent per gallon gas tax is expected to produce approximately $907.0 million for
state transportation programs in FY 2006-07. State motor fuel excise taxes are authorized in
the Motor Fuel Tax Act (2000 PA 403).

Vehicle registration taxes, collected by the Michigan Secretary of Staté, arg the other major
source of state transportation revenue. Revenue from these taxesg is estimated at $916.7
million for FY 2006-07. These taxes are established in the Mighigan Wehicle Code (1949
PA 300). , .

Both state motor fuel taxes and vehicle registration taxes areiState féstricted revenul, Article
IX, Section 9 of the 1963 Michigan Constitution provides/thatithese revenue sources shall,
after payment of necessary collection expenses, be used exc/uswe/y for r;ansponaﬂon
purposes . . .” -

Table 24 |
Appropriated Revanue Sourceés’ =

Mnchugan ] FY 2006 07 Traniportatlon Budget

% oi Appropnated % of Total
Revenue Estlmah State Revenue Revenue
State Gasoline Tax (at 19 cents/gallon) 4" $907,000,000 * B
Less: Recreation Improvement Fund & (17, 964@0) 2 Wy W 4
Gasoline Tax Subtoi.;_ ,$889,036, 000"y, 36.96%  25.83%
State Diesel Fuel Taxes 5’1 52 500 000 : 6.85% 4.43%
LP Gas Tax , 4600000y 0.03% 0.02%
Vehicle Title and Registration Fees _ -\ 916 70,000 41.20%  26.63%
Interest/Other V- —_— ":-x 7,200,000 .32% 21%
4 Subtdig_.l% $1, sss 030,000 3 88.36% 57.12%
Auto-Related Sales Taxd 3 75,500 000 * 3.39% 2.19%
Drivers’ License Feesd’ 23,000,000 ° 0.58% 0.38%
Miscellaneous, Integ@st, Otheriiy, 76,615,000 3.44% 2.23%
Estimated Stats Revenua +$2,181,151,000
Revenue/Appropriation Drﬁerence ' 93,878,000
Appropnated S‘hte Hevenm, $2,225,029,000 ° 100.00% 64.65%
Federal Revenue . 1,169,336,300 7 33.97%
Local Révenue A W/ 47,500,000 7 1.38%
; Total Abbropriated Revenué  $3,441,865,300 100.00%

NOTES:

i The 19-cemtygallon gasoline tax genentes $48.8 million per 1 cent of tax.

21894 PA 451 MMCL 324.71107) dirgéts 2% of the gasoline tax, less collection costs, to the Recreation
Imprawvement Fund e seflect r@creatianal uses of gasoline in watercraft, off-road vehicles, and snowmobiles.

3 This subtetal represeﬁfs'mo .s-snma_réd revenue for credit to the Michigan Transportation Fund (MTF).

4 The Comprehénsive Tra:rsborfatiéh Fund (CTF) receives a portion of auto-related sales tax collections.

5 The Transportation&conomic Bevelopment Fund (TEDF] receives a portion of certain drivers’ license fee revenue.

6 The difference between estimated state revenue shown on this table and appropriated revenue is due to vetoes
($302,000), amounts reserved for Capital Outlay ($19,550,000), and revised revenue estimates. The enacted
budget was based on Michigan Department of Treasury ERFD estimates at January 12, 2006; ERFD estimates
were revised downward on January 31, 2007. Based on revised estimates, net MTF revenue, after deduction for
the Recreation Improvement Fund, is $78.2 million less than estimates on which the budget was based.

7 Federal and local revenue estimates were made by MDOT.
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State restricted transportation revenue is first credited
to the MTF and then distributed to other funds and
programs. Generally speaking, all of the state-
generated revenue in the transportation budget is
restricted revenue. The state transportation budget
includes no state General Fund revenue.*

Federal Funds
The other major source of revenue for Michigan’s
transportation budget is the federal government. Major
federal support for state transportation programs
began in 1956 with the passage of the Federal Aid
Highway Act.

In  recent years, federal aid programs fer

transportation have been authorized and defined by™:

multi-year authorization acts including the Intermodal
Surface Transportation Efficiency Act_of 1991
(ISTEA); the Transportation Equity Act for thé"@ist

Century (TEA-21) enacted in June of #998; and the

Safe, Accountable, Flexible, Efficient "franspartation
Equity Act: A Legacy for Users (SAFETEArLU) smned»
into law August 10, 2005.° A
Federal transportation funds are. distributed ":_t_‘o the
states through several program categories; States
must administer the programs in accordance wrth
federal requirements. ,‘.-" 4 -
SAFETEA-LU authorizes federal ald ‘for both hughwav
and public transportatmn programs.

Federal funds in the Mlchlgan transpertation budget
averaged approXimately. $870:0 million ‘per year for
the five figcal years (FY 1897-98.through FY 2001-
02) foliowing enactment of \TEA-2%%approximately
one third (1/3) of the State transportation budget.

Fe&eral transportation funds ar@ primarily generated
fromymotor fuel, taxes—ifcluding an 18.4-cent per

-—-—-—-—-—-—..‘_-.—-_—-—-—-—-—_-—-—J
w |

Note on Federal Funds

Unlike the Act 51, distribution of MTF
revenue, which i§ aformula allocation
to all eligible road agencies, the federal
aid highway programis a reimbursement
program. Federalfunds participate only
in capital improvement projects on
federal aid eligible roads and bridges;
federal fundsh. may not“be used for
routine or fgactive,maintenance,

Federal aid projects areiselected thrgugh
‘a federally-mandated planming progess
that requir@§ participation oflecal units
of govermmently, In urbanized areas,
applicable metropolitan planning
orgamizations administer the planning
process. For local federal aid projects in
non-urbanixed areas, the process is
eonducted By, ad hoc rural task forces
made. up of locabunits of government.

Of the “state’s 419,570 road miles,
“apwqxlmatehr 38,504 are on the federal
aid systéms, OFf the federal aid system
miles, 9,681 miles are state trunkline
highways @nd 23,823 miles are under
local jufisdiction. All but 14 miles of
the state trunkline system is on the
" federal aid system.

‘Because a number of federal aid eligible
yoads in Michigan are under jurisdiction
- of local road agencies (county road
commissions, cities, and villages),
Section 10 of Act 51 (MCL 247.660)
requires that an average of 25% of
certain federal aid program categories
be allocated for local road agency
projects. There is no required amount
or percentage allocation to any
particular local road agency.

Most federal aid highway programs
participate in 80% of eligible project
cost.

w M W NN S N NN EN SN NN W AR AEANG A SN MM S5 BN BEENE G N SENEN AN SN SANEE S5 SN ANEEE O O GENEE SR OF SENER EN A SRS OF UR SEANR SN N RENER SR ORS¢

* Section 10 of Act 51 (MCL 47.660) establishes the MTF and identifies the following taxes for deposit to the MTF: the
Motor Fuel Tax Act (2000 PA 403), Sections 801 to 810 of the Michigan Vehicle Code (1949 PA 300), and the Motor
Carrier Act {1933 PA 254). Although Section 10 of Act 51 prohibits the deposit of money from any other source, including
the state General Fund, to the MTF, revenue from the Motor Carrier Fuel Tax Act {1980 PA 119) is also credited to the MTF.

® These reauthorization acts amend various sections of federal law dealing with transportation, primarily Title 23 of the U.S.

Code (Highways), and Title 49 of the U.S. Code (Transportation).
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galion federal gasoline excise tax. For every gallon of gasoline pumped, the Michigan motorist
pays a 19 cent Michigan excise tax and an 18.4 cent federal excise tax—a total of over
37 cents per gallon.®

SAFETEA-LU authorized the federal transportation program for a five- year period ending
September 2009.

Local Funds '

Funds from local units of government represent the fmai revenue suurce in the state
transportation budget. Section 1¢c of Act 51 (MCL 247.654c) feglires that Mgorporatedigities
and villages participate in the cost of construction @r rec@nstruction of state trunkline
highways within cities and villages. This provision rec@gnize§ that state trunklines‘also serve
strictly local traffic.

Local units also provide funds for local non-highway 4 " Ngte on Local Funds
work done in conjunction with certain constructiony
projects (water arid sewer work, sidewalks, etc.) L':-The i 200,6'0-7 state _transportation
i ! 't " “Budget apprépriates $47.5 million in
These local funds are reflected in the budge_t_. ' |ocal, revenue W This appropriation
y M l providés, MDOT with the authority to
Public transit agencies also provide local matchlng m, receive andyexpahd local funds; it does
funds for certain Federal Transit Administration grant ' Notwepresertiall of the funds expended
programs. Appropriated revenue from logal sourcés»in,_l directly Byegal units of government on
the state transportation budget for FY'2006-O% is " ot "ansmat'on programs.
$47.5 million—approximately 1% of the’-f_‘enacta_tfl Local unfts of government such as
budget. . N 3 _counties, cities, villages, townships, and
s, Public transportation authorities expend
y 3N ' millions more in locally-generated funds
7 - on local highway and  public
y 4 2 ), 3/ transportation programs.

v $ e S, =5l '—--—--—--—--—--—

% These excise taxes are taxes levied based on volume—in this case based on gallons of gasoline. Michigan also levies a 6%
sales tax based on the dollar amount of the gasoline purchase; it is one of just eight states to do so. The state sales tax on
motor fuel is not constitutionally dedicated to transportation, although the Constitution (Article IX, Section 9) does allow up
to 25% of the sa les tax on sales of motor fuels, motor vehicles, and motor vehicle parts and accessories to be used for
comprehensive transportation. The Sales Tax Act currently dedicates a share of the motor vehicle-related sales tax to the
Comprehensive Transportation Fund (CTF).
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TRANSPORTATION PROGRAMS

There are three major program areas in the state transportatiof budqet: Highway Camstruction
and Preservation Program, Public Transportation Program, and Aerenautics Pragram’

Table 3 3 ‘
Appropriations: Transportation Programs _
Michigan’s FY 2006-07 Tramsportation Budget

Appropriation % of Total Gross
Highway Programs $3,084,24.1,500 ‘ 89.63%
Public Transportation 341,981, 700 b 9.94%
Aeronautics 73 14,934,0008. W 0.43%
Gross Appropriations _f..’“ $3,444,1 _27,200 _ £7100.0 %

The Highway and Pubilic Transportatrop programs are govern&d by Act 51 and will be
discussed further below. The Aeronautics program is' gnverned by the State Aeronautics Code
and is not discussed further in this documem a4

Highway Construction and Preserwtlon |

Highway construction and preservat:on (mcludmg routlna maintenance) programs represent
approximately 90% of thes state traﬂsportatlon budget—approxnmately $3.1 billion for
FY 2006-07. This programiis carried out in'part by theState of Michigan through MDOT, and
in part by local rmpad agencies. . As a result, Act,,51 divides highway funds—both state-

generated and federalifunds —between MDOT and Qo‘éal road agencies.

' _ Table 4
_ Appropriations; Highway Programs
Michigan‘s. EY 2008-07 Transportation Budget

ot

- MDOT Local Road Agencies Total

State Funds 3 $835 187,200 $1,111,126,100 $1,946,313,300

Federal Fundsy, 3 _848 209,200 259,689,000 1,107,898,200

LocallFunds ; ~ 30,000,000 o] 30,000,000

Total : $1.713,396,400 $1,370,815,100 $3,084,211,500
Percentage y 55.5% 44.5%

NOTE: Local road agencies arg eounty road commissions, cities, and villages. In some cases, the classification of
appropriations as “MDOTE or ®ocal Road Agency” for this table is based on the judgment of the HFA analyst.

7 Although Aeronautics programs represent less than 1% of the state Transportation budget ($14.9 million in FY 2006-07),
additional funds for Aeronautics Airport Improvement Programs appear in the Capital Outlay budget.
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As noted previously, Act 51 provides a formula for the distribution of state-generated MTF
funds between MDOT and local road agencies. The Department’s share of the MTF
distribution is credited to the State Trunkline Fund
(STF) for construction and maintenance of state
trunkline highways and for MDOT administration.
The local share of MTF funds is distributed to
county road commissions, cities and villages for
construction and maintenance of roads controlled
by those units of government. Act 51 also directs
how federal highway funds are distributed. After
excluding funds related to some specific federal
highway programs, Act 51 requires that federal
funds, on average, be allocated 75:25 between
MDOT and local road agencies.

Note on Statefl.ocal Distribution

This breakdown of highway funds, 55.5%
to the state,and 44.5% to local road
agencies, reflects the total Act 51
distribution of all state and.federal highway
funds ind the stéte transportation budget,
and net just the final Act 81 formula
distribution ©f MTF funds: 39.1%\to the
state, 39.1% to county road commnssions,
and 21.8% to cities and vulagas

For FY 2006-07, MDOT's share of appropriat'e&_i. high{rv‘ay.;:funq;s"';will be approximately
$1.7 billion—about 56% of all the highway funds in the__transportatipn budget.

Local road agencies (county road commissions and mcorporsted cities and villages) receive the
remaining 44% of the appropriated hnghwwftmds approxumately $1 4 b'ﬂion for FY 2006-07.

r

Road Jurisdiction !
Discussion of the allocation of hlghway fund%
between the state and local units of govel'nment
leads to the subject of road jurisdiction. Agg 51
allocates highway funds bepween MBOT and iocal
road agencies because memhrgan theiie are thraég
separate governmental entities which
responsibility for the stéte s, roads » 1

4

¢ State of Mlchngnn (MDOT‘i ._-.,-""
+ 83 County Road Commlssmns
¢ 533 mcorporated cmesand vullag&

The state has |ur|sd|ct|0nalv reSpohmbmty for 9,695
miles ofsState trunkline highways. State rrunkhnes
are gaperally the statels heaviest traveled roads or
are Jroadsé with a statevwde purpose. State
trunklmes lnclude all the interstate highways, plus
the'®™M” and "US” numbered highways.
AIthough State trunkhnes represent only 8% of the
state’s road miles, they camfy approximately 51%
of the traffic. "This is one rationale for Act 51
directing the largest share 'of highway funds to the
state.

.—'

i
. BN N D NENEE W M SIS BN N EERAR R AR SRS

Iy
v

IL

D,

'_ﬂme oﬁ Townships

‘Townsiups 'not have jurisdiction over
publie roads’in the Michigan; there are no
“t@wnship roads” recognized in state law.
Furthermore, townships are not legally
r‘iquired to contribute to the construction,
reuonstruct:on or maintenance of county

have\, ro@ds. However, Section 14 (6) of Act 51

does permit townships to contribute to the

Yeost of maintenance or improvement of the

local county road system, and many
townships do provide such funding to
supplement county road commission funds.

Furthermore, Section 12{15) of Act 51 limits
how much MTF revenue a county road
commission can spend on local county road
construction (50% of project cost}, and local
county road bridge construction {75% of
project cost). Costs not covered by MTF
revenue must be provided by other sources—
often from township contributions.

Michigan townships contributed approximately
$96.7 million for local county road
improvements in FY 2004-05—the most
recent complete year of data.

® For this document, all 83 county road agencies are referred to as “road commissions.” In fact, Wayne County does not
have a separate road commission; Wayne County roads are managed by the Wayne County Department of Public Services

under the authority of the Wayne County Board of Commissioners.

PaGe 8
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The state’s 83 county road commissions are responsible for 88,961 miles of county roads.
County roads represent 74% of the state’s public roads but account for only 31% of the
state’s traffic. :

Cities and villages are responsible for 20,914 miles of municipal streets, feépresenting about
17% of the state’s public route miles and 18% of total state trafficg

Similarly, only 4,414 (41%) of Michigan’s 10,817 bridges (nom=Culvest) are on State trunkline
highways, with the balance on local roads. Since many of the staté trinkline bridges are on
muiti-lane expressways, they carry more traffic than local bridges. Statewtrunkline Bridges
represent 75% of total bridge deck area and 81% of average daily traffic. : ¥

Table 5 4 Y A
Michigan Road Jurisdictigns
Route Miles . 4 Vehicle Miles
Miles % of Total “WTraveled % of Total
State Trunklines 9,695 8.1% S 52.@billion 51.0%
County Roads 88,961 4 "4.4% % 31.7 billion 30.8%
City/Village Streets 20,914  17.5% "y, 8.8 billion 18.2%
Total 119,570, 100.0% " ,103.7 billion 100.0%
Source: 2005 data from MDOF Bureau nf 'ﬁ:u'ru_;_wnar,-bn Planning, Asset Management Division
- Table 6
Michigan 'n[idges b
oy ":"If-. D.Ck A!Q‘"
- Strueturesy, (In Square Meters) Average Daily Traffic
State Trunkline 44,4148 408% e 4/664000° 75.1% 72,400,000 81.2%
County Roads " 5,611 M, 51.9% 1,069,000 17.6% 11,800,000 13.2%
City and Village Wz92 7.3% 440,000  7.3% 5,000,000 5.6%
Total 10,847 100%, 6,063,000 100% 89,200,000 100%

WSource: MROT Brfdge'ntkae_ration Unit, National Bridge Inventory data as of August, 2006

Y

Publie Transportation

Public Transportation programs in the state transportation budget are funded primarily from the
Cemprehensive Transportation Fund (CTF) and from federal funds. Act 51 establishes the CTF
andiallocates 10% of MTF revenue (after various statutory deductions) to the CTF. This
transfefufrom the MTF to' the [CTF is the CTF’s largest revenue source; it is estimated at
$167.9 millign for FY"2006-07.

Because the CTF receives its 10% share of MTF revenue after various statutory deductions
from the MTF, the GIF's effective share of total MTF revenue is actually 8%. The most
significant of these statutory deductions from the MTF is the earmark of 4 cents of the 19-
cent per gallon gasoline excise tax for state and local highway programs.

Act 51 PRIMER DRAFT
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The CTF also receives a statutory allocation, made in the General Sales Tax Act, of a portion
of the sales tax collected on motor fuels, motor vehicles, and motor vehicle parts and
accessories. This revenue source, estimated at $75.5 million for FY 2006-07, is credited
directly to the CTF without first passing through the MTF. y -

funds for certain
funds are used to

e in addition,
ight service,

Act 51 establishes the priority order for CTF appropriations and earmy
public transportation programs. Most of the budget’s public transg
provide operating and capital assistance to Michigan’s 79 public 4
public transportation funds help support intercity bus, rail passe
and administration of the MDOT’s public transportation prograt

DRAFT AcT 51 PRIMER
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APPENDIX A

FY 2006-07 Estimate of Current Transportation
Tax Revenue and Distribution per Act 51

Figure 2

Michigan Transportation Fund (MTF) Revenue
$1,984,000,000

Recreation Improvement Fund ; N 4
$17,964,000 z ’ - .

Mlchrgan Transportaﬂon Fund Rwenuc

$1, 966 033 m
e
MDOT Administration and Planning* g R
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APPENDIX B

Transportation Funds

Michigan Transportation Fund (MTF) i - »

Section 10 of Act 51 creates the Michigan Transportation/Fund ds the pnmary coiiecuon and
distribution fund for state restricted transportation revenue. JApproximately 90% of state-
generated transportation revenue—primarily from motor fuel taxeSu(the 19-cent per gallon
gasoline excise tax and diesel fuel taxes) and motor y¥ehicle registration taxes—is first credited
to the Michigan Transportation Fund (MTF). Act 5% provides aformula for the distribution of
MTF revenue to other state transportation funds, to special pfogram accounts, and to local
road agencies. -

The three primary recipients of MTF funds are:

¢ State Transportation Fund (STF) .y 4

For state highway construction and preservatron of state 'trmklme roads and bridges and
for administration of the MDOT. \ - i
% b &
* Local road agencies (county road commrés:ons and mcorporatéd cities and villages)
For local road/street programs. ™

i .
."b

¢ Comprehensive Transportaﬂun Fund (CTF)
For state and lgfal publict transmrtatuon programs primarily capital and operating
assistance for MIChlganS 79 public tmnsatagencleg.

The MTF does not" earry a year- end fund ba!anoe all funds are distributed each year in
accordance with the Act 51 formulas

State Transportation Fund (STF) .

This fund is gré@tédyin Section 11 of¥A¢t 51 for construction and maintenance of the state
truniline syStem of roads and Bridges and for administration of MDOT. About 90% of STF
funds come. from the formula distribution of MTF revenue noted above. Permit fees, interest
inceme, and other miscellaneous fevenue comprise the remaining 10%.

At the end. of the fiseal year, unspent STF funds lapse back into the STF balance. Section 11
indicates that.STF funds not otherwise appropriated shall be used to match federal funds for
the constructiomier reconstruction of the interstate highway system, as necessary, and for the
construction and reeenstriction of the state trunkline highway system.

Comprehensive Transportation Fund (CTF)
This fund is created in Act 51 for public transportation purposes. Most CTF funds are used to
provide capital and operating support for Michigan’s 79 public transit agencies. The CTF also
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helps support intercity bus, rail passenger, and rail freight service, as welil as administration of
MDOT’s public transportation programs.

The largest source of CTF revenue (approximately 70%) comes from a 10% share of net MTF
revenue after various statutory deductions from the MTF. The MTF distribution to the CTF is
estimated to be $167.9 million in FY 2006-07. The other major sptrce of CTF funds is an
earmark in the General Sales Tax Act of a portion of the sales #48x oni motor fuels, motor
vehicles, and motor vehicle-related products (estimated to be $75{5 million i BY 2006-07).

At the end of the fiscal year, unspent CTF funds lapse bagk intg the '&TF balanée,and are
available for appropriation in subsequent fiscal years for public transportation’purposes.

State Aeronautics Fund (SAF) -
The State Aeronautics Fund (SAF) is dedicated to aviatron development. safety regulation, and
air service promotion under the State Aeronautics Code. Aeron_autlcs administrative and
regulatory costs are funded with Transportation budget appropriations. Airport Improvement
Program projects, which are funded from federal grantSyas well a§ SAF and local matching
funds, are authorized through Capital Outlay approprlatlons :

The SAF is funded primarily througl_z"rawatlon fuei taxes and'\'iai;craft."'registration fees —
estimated to be $7.0 million for FY 2006-07. _In addition, thesSAF régeives revenue from an
earmark of Airport Parking Tax revenued, The eafma.rk of $6.0 mﬂﬂoa per year was effected
through enactment of 2002 PA 680 (HB 4454) whlcﬂ amended ]987 PA 248, the Airport
Parking Tax Act. Public Act 680 requires that theSeiS AF funds be used exclusively for safety
and security projects at state alrports mclud'lhg debt semce on CTF bonds issued for airport
safety and security pro;ects T, A 4

-*-. T-\'; o
At the end of the flscab year ynspent SAF funds lapse, back into the SAF balance and are
available for appropnatibn |n aubsehuent ﬁscal years hr peronautlcs programs.

4

Other Transportat:on Funds ’ e
Transportation Econofic Development Fund (TEDF)9
This fund.wassereated in 1987, through 1987 PA 231 (MCL 247.901), to assist in
financing road and street pmlects in support of economic growth. The TEDF is funded, in
part, from a_distribution from the MTF in accordance with Act 51 ($36,775,000 plus an
additional$ 3,500,000 dedicated toitargeted industries). The fund also receives a portion
of drtvgrs license fees {approxnmately $13.0 million per year).

“SIEDF funds,do not lapse, but are carried forward in the fund for eligible transportation
economic development projects.

Local Bndge Fund -

A fund established in 2004 in Section 10 (5) of Act 51 and dedicated for the Local Bridge
Program for the ‘preservation, improvement, or reconstruction of local road agency bridges.
The Local Bridge Program replaced the Critical Bridge Program originally established in
Section 11b of Act 51. The Local Bridge Fund receives an annual earmark of one-half the

® The abbreviation EDF is also used for this fund.
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revenue from one-cent of the gasoline excise tax, plus an additional annual $5.0 million
earmark of MTF revenue.

Blue Water Bridge Fund (BWBF)
A subsidiary fund of the STF, the Blue Water Bridge Fund is u
service, loan repayments, and operating costs of the Biue
revenue comes primarily from bridge tolls and the lease of spa

count for debt
idge. The BWBF
g bridge plaza.
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APPENDIX C

Figure 3 shows a fourteen-year history of state transportation éppropriations. Appropriations
represent spending authority and not actual expenditures wmade or revenue received.
Nonetheless, appropriations do reflect anticipated actual revenug. For example,the budgetary
increase between FY 1996-97 and FY 1997-98 reflegts the increase in the state gasoline
excise tax. See Appendix D for an analysis of actual mevenue.” .

Figure 3
Billions Fourteen-Year Transportation Appropriations History
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APPENDIX D

Transportation Revenue History

State Restricted Revenue !
Figure 4 shows an 11-year history of MTF revenue; Figufé 5 shiows majofisources of, MTF
revenue over the same period. )

Figure 4

Michigan Transportation Fund (MTF) Revenue History
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Figure 5

Major MTF Revenue Sources
$1,200 -

$1,000 ~ ‘ , , o A
| *>—— &-a-‘LM——-—-@-

Lid
@®
o
[~}
fy!
)

Y

¥

)

$600 -

Millions

$400 -

$200 -

FY 96-97 FY 97-98 FY 98-99 FY 99-00 FY 00-01 FY01-02 FY 02-03 FY 03-04 FY04-05 FY05-06 FY 06-07

—e— State $.19/gal Gasoline Tax —State Diesel Fuel Taxes

= & =Vehicle License & Registrations (net)

Act 51 PRIMER DRAFT
HOUSE FISCAL AGENCY: FEBRUARY 2007 PaGE 21



Gas tax revenue has remained relatively static
since FY 1997-98, while revenue from vehicle
registration taxes has increased. Vehicle
registration taxes have become a more significant
share of MTF revenue and are currently estimated
to exceed revenue from the gasoline excise tax.
Figure 6 and Table 7 show the distribution of MTF
revenue by major recipient over the same 11-year
period.

Figure 6

Note on MDOT Employment Levels

During a period of dncreasing transportation
revenue, the number of: MDOT employees
was declining—ffom 3,838 full-time equated
positions in 1984, t0.3,036 in 2006. This
decrease wasg primarily due to early retirement
programs inFY 1997-98 angd fY 2001-02.

MTF Revenue by Major Recipient
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Table 7,

-

MTE Revenue by Major, Recipient

" Mighigan’s FY 2006-07Tranisportation Budget

stéiutrunklina Fund  County ﬂoamn:nissions Cities & Villages Total
FY 96-97 $489 3 ©$499.1 $282.4 $1,240.7
FY 97-98 s $625.0y o $555.5 $314.5 $1,495.0
FY 98-994° 565657 ™ $582.1 $330.5 $1,568.3
FY 9900 . $670.7% " $596.2 $338.5 $1,605.4
FY 90-01 4 $677.3 ) T $604.1 $343.7 $1,625.1
F¥01-02° $684.1 | $609.8 $344.1 $1,638.0
FY2-03 $689.7 $615.9 $353.4 $1,659.1
FY 0304 W.$7478 & $663.7  $3787  $1,790.1
FY 04-05 $693.50 $632.8 $360.5 $1,686.8
FY 05-06 567445 $624.5 $356.6 $1,655.7
FY 06-07 ,5683.1 $637.4 $355.4 $1,675.9

The last significant increase in state restricted transportation revenue occurred in 1997. In
July 1997, in response to widespread public concern over the quality of Michigan roads, the
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state Legislature passed a transportation funding package which included a 4-cent per gallon
gas tax increase and increases to commercial truck registration fees. This funding package
added over $200.0 million per year for Michigan transportation.

Federal Revenue

in June of 1998, Congress enacted TEA-21—the reauthorization uf federal _aid transportation
programs. The Transportation Equity Act for the 21st Century (TEA-21) increased total federal
funding for state transportation programs as well as Michigan's shate of those programs.
Between FY 1993-94 and 1996-97, Michigan’s share of fedefal trapsportation fundstaveraged
$440.0 million per year. During the five years following the enagtment of TEA-21 (FY1997-
98 to FY 2001-02), Michigan’s share of federal transportation funds averaged $870.0 mlﬂlon
per year—an annual average increase of $430.0 mmuon : :

See Figure 7 for a history of federal aid highway funds expended for Mwlugan road and brldge
programs.

Figure 7

Federal Highway Planning and Construction Funds
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